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Current Value
Accounting:
What Effect?

Arthur A. Hiltner, CPA, Ph.D.

Man has addressed the question of
value since at least the time of Aristotle.
Economists, from the time of Smith,
Ricardo, and Malthus to the present,
have struggled with this question. Ac
countants are increasingly being asked
to face the question of values.
The question, for accountants,
revolves around whether the presenta
tion of items at current values would
provide more useful information for
financial statement users than is provid
ed by traditional cost based accounting.
To date, the accountants’ answer to this
question has been an almost universal
retention of acquisition cost based
financial statements. However, the re
cent past and current high rates of infla
tion have resulted in increased support
for current value accounting by some
accountants.1 Furthermore, whenever
the criteria of usefulness in making
economic decisions, the primary objec
tive identified in Accounting Principles
Board Statement No. 4 and the
Trueblood Report, is considered,
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current values are often one of the alter
natives discussed.2
The question of what impact the
adoption of current values would have
has long been debated by accountants.
However, in view of the conclusions of
the Sandilands’ Committee and the
Securities and Exchange Commission’s
(SEC) recent action requiring limited
replacement values a new urgency is
placed on this question.3 This article
reports the results of a study conducted
by the writer prior to the SEC’s action.4
The Delphi technique was used in the
study to help obtain an empirically
derived consensus of a group of experts
as to what impact the adoption of
current values would have on several
value-related questions.5
THE DELPHI TECHNIQUE
Delphi is a long range forecasting tool
that was developed in the late 1940’s and
early 1950’s by Drs. Norman Dalkey
and Olaf Helmer of the RAND Cor
poration.6 The technique is based on
successive refinements of expert group

opinions obtained by a series of
questionnaires. Delphi is designed to
utilize the combined knowledge of a
group of experts without the drawbacks
of the normal committee approach. In
selecting its experts, Delphi relies on the
quality of its panelists and not on quan
tity. The panelists never meet as a group
and frequently (as was true in this study)
are not aware of the identity of the other
panelists.7 This combination of
questionnaires and anonymity enable
Delphi to counteract normal committee
problems such as: undue influence by
the person with the loudest voice or the
greatest apparent authority, the un
willingness to abandon an opinion once
publicly expressed, and the bandwagon
effect of majority opinion.
Delphi provides the opportunity to
any member of the panel to challenge
answers which are outside of the Inter
quartile Range (IQR) and their
justifications.8 This allows the group to
reassess their individual positions
relative to the divergent viewpoints.
However, the divergent viewpoints are
evaluated on their merits as presented
by the panelists and not by forceful
voices or dominant personalities.
Conduct of the Study
Since Delphi requires the use of the
best available experts, random sampling
techniques could not be used to select
the participants. Therefore, a list of ex
perts including accountants (academic
and public), financial executives, and
financial analysts was compiled. The
criteria used in compiling this list in
cluded: a distinguished record in the
field of publication in periodicals
and/or textbooks, memberships on
prestigious committees, and important
positions held in their respective
organizations.
In addition, to insure the inclusion of
the best available experts from the
leading accounting firms, a mailing was
sent to the twenty-nine largest CPA
firms.9 For those firms in which an ex
pert had not already been identified, the
mailing that requested participation in
the study was addressed to the Director
of Accounting and Auditing Services at
the firm’s home office. A total of 95
letters requesting participation were
mailed. Responses were received from
57 of these, with 47 of the 57 agreeing to
participate and 41 of the 47 completing
all three rounds of the study. The in
dividuals on the final panel included:
1. Representatives of leading ac
counting firms including partners of Big
Eight and other excellent firms.
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Delphi technique, designed to
utilize the combined knowl
edge of a group of experts
without the drawbacks of the
normal committee approach.

2. Leading scholars including some
from the most prestigious universities.
3. Financial executives from some
of the most important corporations.
4. Financial analysts with excellent
credentials. Therefore, the participants
qualified as an expert group.
The questions submitted to the panel
were the result of an extensive develop
ment process which included an in depth
study of the available value literature
and a pilot study.
The study proceeded through three
rounds. In the first round the panelists
responded to the questions,
anonymously as far as the other
members of the panel were concerned,
with their best judgments. The panelists
were then asked to complete the second
questionnaire which contained selected
feedback. The feedback, for each pan
elist, included the answers he/she gave
on the preceding questionnaire along
with the medians and the IQRs of all the
responses received in the first round.
Each panelist was then asked to recon
sider his previous answers in light of the
feedback, and to respond again.
However, if the current response fell
outside of the IQR from the preceding
round the panelist was asked to provide
a brief written justification for the
current answer. The justifications were
to be brief because each panelist was
knowledgeable in this area and could
readily comprehend the arguments
presented.
The third round followed basically
the same procedure discussed for round
two. However, the feedback presented
in round three included the summarized
arguments from round two. Further, if
the new answers presented in round
three were not within the IQR from
round two the respondent was again
asked for a reason. This reason was to be
in the form of a critique of the
arguments presented in round two in
support of an answer on the opposite
side of the IQR from his answer.
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Delphi studies are analyzed in terms
of the medians and the IQRs of the
responses of the final round. The me
dian answer is used as the result and the
IQR as a measure of the dispersion of
the responses. The median answers,
taken from the third round of the study,
are presented here as the results of this
study.
The Study’s Findings
The results obtained in this study are
presented in Table 1.10 While the table
presents the median answers from three
different views, the results of the com
bined grouping are the study’s results.
The medians of the CPAs and the
academicians are presented: (1) to
enable the reader to obtain an indication
of the amount of consensus in the sub
groups in the study, and (2) to enable the
reader to compare the medians of the
academicians with those of the CPAs. It
should be noted that the respondents
were asked to assume, when answering
the questions in this study, that value ac
counting would be required.
Comparability
The issue of comparability is fun
damental in the presentation of finan
cial statements. Therefore, this study
raised the question as to the expected
impact the adoption of values would
have on interperiod and interfirm com
parability. The results obtained are
presented next.
Interperiod Comparability
Would the adoption of values result
in more comparable financial
statements on an interperiod basis? The
findings on this question indicate that
this group believes it is fairly probably
that comparability would increase.
Further, a review of the probabilities in
Table 1 indicates that any one of the
three views provides the same answer. In
addition, while both of the financial
analysts provided probabilities lower
than the combined median, the median
of the six financial executives was 0.70.
Interfirm Comparability
The next question related to the im
pact the adoption would have on inter
firm comparability. The findings
presented in Table 1 were, basically,
reinforced by the responses of the ex
ecutives and of the analysts. Therefore,
the findings show agreement that inter
firm comparability would fairly
probably increase. Further, there
appears to be more agreement on the in
crease in interfirm than on interperiod
comparability.
Write-Downs Versus Write-Ups
Would the adoption of values result

in more write-downs than write-ups in
plant and equipment? The median of the
combined group indicates that this is a
very improbable result. Further, each of
the subgroups within the study sup
ported this conclusion.
Objective Value Techniques
One of the arguments raised against
value accounting is that values are sub
jective and, as such, are subject to
manipulation. Thus the next issue plac
ed before the panel asked whether or not
the adoption of value accounting would,
in the panel’s opinion, result in the
development of more objective and
acceptable value techniques.
Once again, the findings presented in
the table are supported by the financial
analysts and executives. Therefore, the
evidence obtained indicates that this
group believes that the adoption would
fairly probably result in the develop
ment of more objective and acceptable
valuation techniques.
Management Practices
Will management practices favor the
short over the long run if value accoun
ting is adopted? This issue is, to an ex
tent, a continuation of the concern with
“manipulation” addressed in the
preceding question. The responses ob
tained, as evidence by the median
answers, ranged from fairly improbable
to uncertain. Therefore, these
respondents as a group did not see this
as a strong probability at this time.
Investor Acceptance
There is some evidence in the finan
cial literature that investors are not ac
tively supportive of value accounting.
The concern in this study was whether
this apparent lack of interest would
change to one of acceptance if users
were exposed to values for a period of
time. The results presented in Table 1 in
dicate that increased investor accep
tance is fairly probable. While the two
financial analysts were divided on this
question, the financial executives agreed
with the preceding assessment.
Accountant’s Liability
The last question included in the in
vestigation related to the effect the
adoption would have on the account
ant’s legal liability. This issue was
presented to the Delphi group and the
results obtained are in Table 1.
A conclusion that this group viewed
the reduction of liability as very im
probable seems reasonable based on
Table 1. Further, this conclusion is rein
forced by the responses received from
the financial executives and financial
analysts.

Conclusions
The following conclusions are based
upon the responses obtained in the
Delphi study. These responses indicate
that these experts, as a group, believe
that the adoption of value accounting
would result in:
1. More comparable interperiod
and interfirm financial statements.
2. More objective and acceptable
valuation techniques.
3. More user acceptance of value ac
counting.
Furthermore, these experts do not
believe that the adoption would: (1)
reduce the legal liability exposure of ac

countants, or (2) result in more write
downs than write-ups in plant and
equipment. Lastly, it is uncertain
whether management would favor the
short run, to the detriment of the long
run, if value accounting was adopted.
While the extend of the consensus
evidenced in this study appears to have
implications beyond this particular
group, no attempt will be made to
generalize these results. Indeed,
Delphi’s requirement of the best
available experts, which prevents the
use of random sampling techniques to
obtain the panelists, precludes drawing
statistical inferences.11 However, this

TABLE 1

A SUMMARY OF THE PROBABILITY RESPONSES AS TO
THE EFFECT THE ADOPTION OF VALUES WOULD HAVE
ON SEVERAL RELATED QUESTIONS
Respondent Group Median
Probability Answers

Subgroups in study a

If adopted, will the
adoption of values
result in;

Combined

CPAs Academicians

More comparable
period financial
statements

inter

0.65

0.75

0.63

More comparable
firm financial state
ments

inter

0.78

0.75

0.80

More write-downs
write-ups in plant
and equipment b

than

0.15

0.20

0.15

More objective and
acceptable value
techniques

0.75

0.65

0.73

Management practices
favoring the short run
over the long run

0.45

0.50

0.48

Increased user accept
ance of value account
ing

0.75

0.73

0.75

liability

0.10

Reduced legal
for accountants

0.05

0.20

aThe combined grouping consisted of: thirteen CPAs, twenty
academicians, six financial executives, and two financial analysts. As
the number of financial analysts and executives were small, they are not
separately reported in this table.

bThe combined group for this question consisted of forty respondents
and the academic group of nineteen.

writer firmly believes that the very fact
that these panelists were identified as
recognized experts makes the preceding
findings important and worthy of the
profession’s attention. Furthermore,
they are not presented as “the” answer.
Rather, they are presented as additional
evidence to be weighed in the
profession’s continuing study of the
current value issue; study that takes on
additional importance in view of recent
SEC action.

1Evidence of this increased support can be seen
in: Economic Reality in Financial Reporting (New
York: Touche Ross & Co., 1975).
2“Basic Concepts and Accounting Principles
Underlying Financial Statements of Business
Enterprises,” Statements of the Accounting Prin
ciples Board, No. 4 (New York: AICPA, 1970),
par. 21; and Objectives of Financial Statements
(New York: AICPA, 1973), p. 13.
3Andrew M. McCosh, “Implications of Sandilands for Non-U. K. Accountants,” Journal of
Accountancy 141 (March, 1976: 42-50; and Ac
counting Series Release No. 190 (Washington:
SEC, March 23, 1976).
4This article is drawn from: Arthur A. Hiltner,
“An Inquiry into the Future of Current Value Ac
counting” (Ph.D. dissertation, University of
Nebraska - Lincoln, 1975).
5Current value accounting is used here as a
general term to refer to any of the valuation
techniques other than acquisition cost and general
price-level restated cost. These techniques include,
but are not limited to: exit values, current replace
ment costs, and discounted cash flows.
6For a complete description of Delphi see: Nor
man Dalkey, Studies in the Quality of Life (Lex
ington, Maine: Lexington Books, 1972); and
Joseph P. Martino, Technological Forecastingfor
Decision Making (New York: American Elsevier
Publishing Company, 1972).
7 While the individual panelists did not know the
identity of the other panel members, they were in
formed of the general positions and qualifications
of the other panel members.
8The IQR is obtained by arraying the answers in
ascending sequence and selecting the two answers
within which the middle fifty percent of all the
responses are contained.
9A list of these firms was obtained from the
American Institute of Certified Public Accoun
tants.
10 While interpreting the probabilities in Table 1,
the reader is asked to bear in mind that each
respondent was provided the following scale and
asked to use it as a guideline when answering the
questions.

Description
100% probable
Very probable
Fairly probable
Uncertain
Fairly improbable
Very improbable
100% improbable

Probability
1.00
0.80 - 0.99
0.60 - 0.79
0.40 - 0.59
0.20 - 0.39
0.01 - 0.19
0.00

"Sidney Siegel, Nonparametic Statisticsfor the
Behavioral Sciences(New York: McGraw-Hill,
1956), p. 52.
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